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I. INTRODUCTION AND SUMMARY

Rainbow Programming Holdings, Inc. ("Rainbow"), a producer of diverse and

innovative programming services, submits these comments on the FCC's Further Notice of

Proposed Rulemaking ("Further Notice") on commercial leased access. II Rainbow is

concerned that the Commission's proposals will have unintended adverse effects not only on

Rainbow, but also on other similarly situated programmers, as well as cable operators and

consumers.

Rainbow's programming networks offer sports. regional and local news, fine arts.

independent film, classic film, and music programming. These services provide subscribers

II Order on Reconsideration of the First Report and Order and Further Notice of
Proposed Rulemaking, MM Docket No. 92-266, CS Docket No. 96-60 (released March 29,
1996).



with television offerings that satisfy programming niches that might otherwise go unserved.

If the Commission's proposals were adopted, programmers like Rainbow would be

severely impeded in continuing to distribute their existing services and be irreparably harmed

in their ability to develop new high quality services. Because of the scarcity of available

channel capacity, the Commission's proposals might have the effect of replacing Rainbow's

programming with programming that, given the incentives of leased access, is likely to

consist largely of home shopping and infommercials or other low-budget product. New

highly targeted program services, like those planned by Rainbow, would be stymied in their

efforts to gain carriage.

The Commission's proposals emphasize one element of the articulated statutory

purposes of the 1984 Cable Act at the expense of another, equally important, element. One

of Congress' aims in enacting the 1984 Cable Act was to ensure that cable subscribers

receive the "widest possible diversity of information sources and services. ,,2/ Although the

Commission seeks to enhance cable programming sources by making leased commercial

access rates artificially low, its proposals would frustrate the delivery of diverse services,

like those offered by Rainbow.

The Commission's proposals would also undercompensate cable operators for leased

access and strip operators of their ability to assemble and package programming tiers in the

most attractive manner possible for marketing purposes. Consequently, the Commission' s

proposals run contrary to the 1984 Cable Act's intent that the FCC adopt leased access rules

that would not adversely impact the development and economic viability of cable systems.

2/ § 601(4), 47 U.S.c. § 521(4). (emphasis added).



If the FCC adopts any changes in its leased commercial access formula, it should, at

a minimum, restrict its application to new channel capacity as it becomes available. Doing

so would be consistent with Congress' grandfathering of channel line-ups in place shortly

before the 1984 Cable Act was enacted. Without such a grandfathering provision, many

cable operators would be forced to drop programming networks from channel line-ups that

they assembled in compliance with the FCC's own leased access rules adopted to implement

the 1992 Act.

In addition, the Commission should not require cable operators to place leased access

programmers on any particular tier. Such proposals are directly contrary to the intent of the

1984 and 1992 Cable Acts, Congress did not mandate a speci fic tier location for leased

access channels. Instead, Congress made clear its commitment to protect cable operators'

ability to market their programming most effectively, If Rainbow is to continue to be a

wellspring of new program ideas, it must be given an equal chance to compete for channel

space on the basic and expanded basic tiers of the nation's cable operators. It should not be

forced to contest with competitors that have a guaranteed right to tier placement.

II. RAINBOW'S PROGRAMMING NETWORKS HAVE PROVIDED CABLE
CONSUMERS WITH THE DIVERSITY CONGRESS SOUGHT TO
ENCOURAGE IN THE CABLE ACT

A. Congress Sought to Encourage Diversity of Program Services as Well as
Diversity of Program Sources in the 1984 Cable Act

The Commission's Further Notice proposes a new commercial leased access

regulatory regime that would undermine the intent of Congress in enacting Section 612 of the

Cable Act of 1984. While Congress was concerned with programming source diversity in

adopting Section 612, it also specifically stated that one of the Cable Act's primary purposes
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was to "assure that cable communications provide and are encouraged to provide the widest

possible diversity of information sources and services to the public. JI Congress clearly did

not want the commercial leased access provisions of Section 612 to be interpreted so

rigorously as to stifle the development of innovative services within the cable industry.

In the Cable Act, Congress sought to preserve the growth of cable as an editorial

medium, selecting the mix of programming appropriate to the system's own market.

Congress therefore required the FCC to establish rules requiring cable television operators to

provide channel space for leased commercial access "in a manner consistent with the growth

and development of cable systems. ,,41 It also inserted a provision making it clear that a

cable operator in setting the price for leased access could do so in a manner to assure that

such use would not adversely affect the "operation. financial condition or market

development" of the cable system. 51 These provisions were retained in the 1992 revisions to

the commercial leased access section of the 1984 Act

Since the 1984 Cable Act's passage, cable television has experienced significant

"growth and development" though dramatic expansion of diverse programming formats,

styles and packaging options.

B. Rainbow's Niche Programming Ventures Have Fulfilled the 1984 Cable
Act's Intent

Rainbow's own programming networks offer eloquent testimony to how the cable

programming landscape has expanded exponentially in diversity and quality, filling many

31 Section 601(4) (emphasis added).

41 Communications Act, § 612(a), 47 V.S.C § 532(a).

51 kL. at § 612(c)(1), 47 V.S.C. § 532 (cHI),
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new programming niches not served in 1984. Rainbow is a pioneer of the niche

programming concept. Initiatives in new cable network development by its corporate parent

Cablevision Systems Corporation began shortly after cable television became a viable

distribution vehicle for cable-system specific video programming in addition to retransmission

of broadcast television signals.

1. Regional and National Sports Programming

SPORTSCHANNEL New York, the first regional pay cable sports channel, was

launched in 1976 to fill a significant gap in local sports cable programming. Rainbow

expanded the SPORTSCHANNEL concept during the 1980's and 1990's with PRISM, a

Philadelphia-based regional sports and film network, SPORTSCHANNEL Philadelphia,

exclusively devoted to regional sports product, SPORTSCHANNEL New England,

SportsVision, which later became SPORTSCHANNEL Chicago, SPORTSCHANNEL

Florida, Sportschannel Ohio, SPORTSCHANNEI Cincinnati and SPORTSCHANNEL Bay

Area (later SPORTSCHANNEL Pacific).

In 1988, Rainbow launched SportsChannel America, a 24-hour national sports

network, which later merged with Prime Network to form Prime SPORTSCHANNEL

Networks, serving 21 regional sports affiliates extending from coast-to-coast and

representing close to 50 million subscribers.

2. Arts and Film Programming

Rainbow, in the early 1980's created BRAVO: The Film and Arts Network, which

debuted on 110 cable systems in 22 states. In the first month of its existence, BRAVO

carried the first original productions of symphony. ballet and opera designed expressly for
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cable television. BRAVO currently reaches more than 22 million cable subscribers. It

features the best of independent U.S. and international film, theater, dance, jazz, and profiles

on the arts, such as its new original series "Inside the Actors Studio. "

Rainbow then introduced American Movie Classics, the nation's first 24-hour

programming network dedicated to the uncut and commercial-free presentation of classic

Hollywood films. AMC maintains one of the world's most extensive libraries of classic

film. Bestowed with many awards, AMC is currently available to 60 million homes.

3. Regional News Programming

In 1986, Rainbow launched News 12 Long Island, the first 24-hour regional cable

news network. News 12 packages and delivers news programming focused on the unique

needs and issues in each suburban region it serves. It has added operations serving Fairfield

County, Connecticut, Westchester County, New York. and, just this year, launched News 12

New Jersey, New Jersey's only 24-hour local news channel.

In 1991, Rainbow broke new programming ground by successfully testing the first

courtroom television network, In Court. It then partnered with TCI, Time Warner and NBC

to launch Court TV, which is now owned by Time Warner.

4. Recent Network Launches

Following the 1992 Cable Act's passage, Rainbow launched NewSport, the first and

only 24-hour sports news network; MuchMusic USA, an alternative concept in music

television; and The Independent Film Channel. a network dedicated to showcasing films

made outside of the traditional Hollywood system

6



5. Program Concepts in Development

Rainbow also has several first-of-their-kind niche program concepts in development.

One is Romance Classics, a channel devoted to romance entertainment. Another is

MetroPack, a new local programming concept that offers distinct channels focusing on local

area weather, traffic, sports, shopping and music. Initially targeted for the New York City

area, MetroPack's mission is to become the primary source of information in the

metropolitan area for people to learn about recreational activities available to them, and

obtain advice as to how to negotiate life in the area and find the best deals on area products

and services. Metro will provide details and reviews on lifestyle options from music

concerts to art shows, from antique fairs to nightspots, from restaurants to rock-climbing,

from traffic guides to therapies.

Cablevision's Long Island system is already offering, as a pilot for this concept,

Extra Help, which offers advice on topics from auto repair to pet care. Extra Help is a

learning resource center for people of all ages. Specific assistance is provided to school aged

children through curriculum based programming. Extra Help also provides more specific

information and answers through live call-in television and online components.

Rainbow is also experimenting with "hyperlocal" channels that target news for smaller

communities within a cable system's reach. Attached to this filing are articles detailing this

"Neighborhood News" effort, which is the ultimate in narrowly focused programming.

Through a combination of innovation by program mers such as Rainbow and the

ability of cable operators to exercise editorial discretion as to the selection, packaging, and

marketing of program tiers in a manner that best attracts and services their customers, the
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cable programming landscape of 1996 is fundamentally different than in 1984. The goal

Congress articulated in the 1984 Cable Act to stimulate programming of diverse types has

today been achieved. It would be a severe misreading of Congressional intent to elevate the

search for program source diversity to such an extent that it punishes and undermines the

achievement of this equally strongly stated purpose of the 1984 Act.

ill. TIlE FCC'S PROPOSALS WOULD PRODUCE UNINTENDED ADVERSE
EFFECTS ON CABLE PROGRAMMERS LIKE RAINBOW

The FCC's proposals in its Further Notice to establish a new leased access

"cost/market rate" formula and new requirements for leased access tier placement are highly

likely to adversely effect the vigorous and innovative cable programming marketplace that

has stimulated Rainbow to create these diverse channels. Rainbow endorses the filing by

economic experts Stanley M. Resen and E. Jane Murdoch of Charles River Associates

submitted by other programmers in this proceeding 6/ As Besen and Murdoch explain in

detail, the Commission's proposals likely would have results directly contrary to the public

interest, and to the intent of the 1984 Cable Act.

The Commission's proposed cost/market rate formula would unfairly tilt the

competitive field in favor of leased access programmers by making leased access rates

unreasonably low, in some cases close to zero This would artificially increase the

attractiveness of leased access and inadequately compensate cable operators for the lost

channel capacity.

6/ Stanley M. Besen and E. Jane Murdoch, "The Impact of the FCC's Leased Access
Proposal on Cable Television Program Services," May 15, 1996 ("Besen and Murdoch"),
attached as Ex. 1 to Joint Comments of Turner Broadcasting System, Inc., News
Corporation, Ltd. and C-SPAN in this docket, filed May 15, 1996.
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The FCC's proposals would also grant leased access programmers carte blanche to

choose their own tier placement. This would make it impossible for cable operators to make

editorial decisions that would achieve the greatest subscriber satisfaction and tier quality by

assembling and packaging tiers with the optimal mix of programming types and formats.

Of direct concern to Rainbow is the fact that, since U.S. cable systems are already

channel-locked or close to being filled to capacity. the combined effect of this anticipated

increase in leased access demands, decrease in leased access rates, and loss of operator

control over the composition and packaging of cable product tiers might likely be the deletion

of existing cable programming networks, like those of Rainbow, in order to accommodate

leased access programming.

Well-defined special interest programming such as Rainbow's niche program services

may be at higher risk than broader-based program services. And highly focused program

concepts, such as Rainbow's MetroPack and "Neighborhood News" type programming,

might be stillborn. This cannot be the Commission's intention. It would be totally

antithetical to the intent of Congress, outlined above, that diverse services such as Rainbow's

be nurtured by the FCC.

Moreover, the programming that was added to the cable program line-up in place of

Rainbow's programming would, in most instances, be of less value to consumers. As Besen

and Murdoch note, the type of leased access programming most likely to benefit from the

FCC's proposals would be home shopping or program-length infommercials. At best, even

if Rainbow's programming were not dropped, the placement of such leased access channels
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on the same tier as Rainbow programming would dramatically reduce the tier placement's

value to Rainbow.

Government regulatory pressure on a cable operator that causes it to delete diverse,

high quality programming like Rainbow's as a result of its obligation to accommodate

predominantly low-budget longform advertising or home shopping fare not in the public

interest. Such a rule is flatly inconsistent with the 1984 Cable Act in that it inhibits the

"market development" of cable systems.?1

The Act's drafters recognized the danger that leased commercial access posed to the

cable industry if it were irrationally administered by the FCC. They therefore made clear

that "[t]he diversity envisioned by this scheme is to be brought about in a manner which is

not inconsistent with the growth and development of cable systems. ,,81 Congress warned

that "[i]f not properly implemented, leased access requirements could adversely impact the

economic viability of a cable system, thereby hurting the public. "q/

71 See § 612(c)(1), 47 U.S.c. § 532(c)(1).

81 1984 Cable Act House Report at 48.

91 !d. at 50. The 1984 Cable Act's language concerning complaints against cable
operators' leased access rates and terms also recognized the need for operator
flexibility to respond to market realities. It states that, in the case of such a
complaint:

there shall be a presumption that the price, terms,
and conditions for use of channel capacity
designated ... are reasonable and in good faith
unless shown by clear and convincing evidence to
the contrary. Communications Act, § 6l2(f), 47
U.S.c. § 532(f).

This language was also retained by Congress after the 1992 amendments to
Section 612.
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By undercompensating cable operators for leased access, stripping operators' ability to

assemble and package their own tiers in the most attractive manner in marketing purposes,

and causing cable operators to delete high quality diverse programming such as that offered

and proposed by Rainbow in favor of potentially lower quality programming with different

profit-making techniques and goals, the Commission's proposals would produce the very

"adverse affects" that the 1984 Act's drafters warned against. Thus Rainbow urges the FCC

not to adopt its proposed "cost/market rate" formula.

IV. THE FCC SHOULD RESTRICT THE APPLICATION OF ANY NEW LEASED
ACCESS FORMULA TO NEW CHANNEL CAPACITY AS IT BECOMES
AVAILABLE

If the Commission does decide to alter the current "highest implicit rate" formula for

leased access and adopt a new standard, it should act in such a manner as to cause the

minimum harm to existing innovative programmers like those of Rainbow. The diversity of

cable programming that has evolved during the past twelve years has been attributable in part

to the original mandate of Congress in 1984 to the FCC that it interpret and structure the

Cable Act's leased access provisions in a manner that promoted competition in video

programming while not disrupting the cable industry's ability to develop programming and

programming packages through its own editorial talents. A rational transition scheme is

essential to continue this evolution.

Congress in 1984 recognized that imposing new leased commercial access

requirements on cable operators that already faced channel capacity constraints would be

excessively burdensome. Thus, Congress did not require cable operators to remove any

programming service offered on a cable system as of a firm date four months prior to the
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Act's enactment. Instead it deferred the effectiveness of the leased access provisions to any

subsequent new channel capacity added by the operator or that became available through

other means, such as the failure of an existing channel in the marketplace. 10/

The FCC's proposals in its Further Notice. if promulgated, would require cable

operators to institute changes to their programming lineups just as significant as those that

were potentially required under the 1984 Cable Act. But the current mix of services on

cable systems between those selected editorially by the cable operator and those that achieved

carriage through leased access is based on lawful cable operator decisions sanctioned by the

FCC's own leased access rules adopted to implement the 1992 Act.

Rainbow therefore urges the Commission. if it changes that leased access formula, to

adopt by regulation a similar grandfathering provision to the one that accompanied the 1984

Cable Act. Requiring cable systems whose channels are filled to implement new leased

access requirements now, without any grandfathering relief, would result in as severe

inequities both to cable programmers like Rainbow and to cable operators, and cause equal

disruption of viewing patterns for consumers, as it would have if abruptly imposed, and not

phased in, in 1984.

The anticipated introduction of digital technology should create additional capacity for

leased access programmers to use. Thus to now force cable operators to implement

10/ Section 612(b)(I) of the 1984 Cable Act states:

An operator of any cable system in operation on the date of enactment
of this title shall not be required to remove any service actually being
provided on July 1, 1984, in order to comply with this section, but
shall make channel capacity available for commercial use as such
capacity becomes available..... 47 U.S C. 532 (b)(l )(E).

12



prematurely a new formula with the effect of displacing existing programming is unnecessary

and would make no public policy sense. For no rational purpose, it would undermine the

diversity of program services achieved since 1984 by the efforts of Rainbow and other

programmers.

v. mE FCC SHOULD NOT REQUIRE CABLE OPERATORS TO PLACE
LEASED ACCESS PROGRAMMERS ON PARTICULAR TIERS

The Commission's proposal to require cable operators to place leased access

programmers "on a tier that most subscribers actually use," III which in most cases would

be the basic service tier or a cable programming service tier, is directly contrary to the intent

of both the 1984 and 1992 Cable Acts. As the FCC notes in its Further Notice, 121

Congress did not, as it did with core public, educational and governmental (PEG) channels,

mandate in the 1984 Cable Act a specific tier location for leased access channels.

In 1993, in its order implementing the 1992 Cable Act, the Commission recognized

that Congress did not include leased commercial access channels as part of its basic tier

definition. 13/ As the Commission noted then, in enacting the 1992 Cable Act, Congress

made clear its commitment to balancing the needs of leased access programmers with the

legitimate needs of cable operators to market their programming most effectively. 14/

11/ Further Notice at 1 117.

12/ rd. at 1 116.

13/ In the Matter of Implementation of Sections of the Cable Television Consumer
Protection and Competition Act of 1992. Rate Reeulation, Report and Order and
Further Notice of Proposed Rulemakine, 8 FCC Rcd 5631, 5939 1498 (reI. May 3,
1993) citine 47 U.S.C. § 612(b)(1).

14/ Id., citine 1992 Cable Act Senate Report at 79.

13



"Given the diversity of possible access uses," the Commission determined in 1993 that it

"did not believe it desirable... to attempt an a priori allocation scheme" for leased access

programming. 151

The Commission's 1993 reasoning remains correct. Assigning leased access

programmers to either the basic tier or a CPS tier would result in the negative consequences

outlined in the Besen and Murdoch filings. It is of utmost importance for cable operators

carrying Rainbow and other current programming networks to assemble their cable service

tiers in ways that maximize the diversity of offerings and make the tiers as attractive as

possible to consumers.

The objective of a cable operator is not to offer simply a set of individual services.,

but rather to offer a diverse "mix" of high quality services that different potential subscribers

would value and that, through effective packaging and marketing, maximizes the sum of net

revenues the operator collects. Requiring the operator to place leased access programming

on its most desirable tier would likely diminish that tier's quality, marketability and

attractiveness. As a reaction to displacement of programming selected by the operator, cable

subscribers might opt to drop a service tier altogether.

The Commission's proposal to require cable operators to carry leased access

programmers on their most valued tier would provide an unjustifiable windfall to leased

access programmers, and a detriment to programmers such as Rainbow. It would be akin to

a commercial land use law that required an upscale shopping mall owner to lease to an

Army-Navy store a coveted space next to a top-of-the-line department store at bargain

151 Id.
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basement rates. If such lower rates were appropriate at all, they should be reserved for the

mall's annex, equivalent to the a la carte section of a cable operator's overall channel

capacity. All programmers should compete for a top of the line department store lease on

the grounds of quality and consumer appeal.

CONCLUSION

For the above reasons, Rainbow urges the FCC to avoid the potential unintended

consequences to both existing and new cable programming networks, to cable operators, and

to cable consumers of attempting to radically alter the cable programming landscape. Any

new leased access formula should insure that leased access programmers adequately

compensate cable operators, The FCC, whatever formula it adopts, should provide an

adequate transition period during which existing programmers such as Rainbow that have

brought to cable television the diversity of services Congress sought in the 1984 Cable Act

need not be displaced. Finally, the FCC should make it clear that operators are not required

to include leased access channels on the program tiers that they have developed and marketed

as a unique package of services to their customers, but can provide leased access program
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providers with a la carte channel space for their own marketing, so long as billing and

collection services are provided.

Respectfully submitted,

RAINBOW PROGRAMMING HOLDINGS, INC.

May 15, 1996

FI/52940.1

by /~~. if ~-----______
Howard J. Symons i.

Frank W. Lloyd
Anthony E. Varona
MINTZ, LEVIN, COHN, FERRIS,
GLOVSKY AND POPEO, P.C.

701 Pennsylvania Avenue, N.W.
Suite 900
Washington, D.C 20004
202/434-7300
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May 6 1996 Broadcasting & Cable

'tablevision
looks local
with MetroPack
Package to offer weather, traffic,
sports, shopping among other services

By Rich Brown

Cablevision Systems Corp. subsidiary Rainbow Pro­
graming Holdings is developing a new local pro­
graming concept, "MetroPack," designed to give

cable operators an edge over fast-growing competitors
such as DBS.

Rainbow President Josh Sapan predicts that 10 of the
next 50 channels added to cable systems will be local and
his company is developing MetroPack to meet the demand.
Taking its lead from Sunday newspaper and radio stations,
MetroPack would offer distinct channels focusing on area
weather, traffic, sports, shopping, music, etc. He says the
package also would include local extensions of nationally
branded networks-Rainbow arts network Bravo, for
example, could offer a local spinoff channel called "Bravo
New York."

"Everybody thinks that competition means that cable oper­
ators, teIcos and DBS will have the same programing," says

Sapan. "They won't, and can't, if they
are to survive in the marketplace. What
made cable TV a big deal in the early
days was that it carried programing that
consumers couldn't get anywhere else."

Sapan says there ate no specific roll­
out plans for MetroPack, but says the
concept is "where we'd like to be in the
year 2000." He says Cablevision's
flagship cable operation in Long
Island, N.Y., already is getting its feet
wet with a local channel, Extra Help,
which offers advice on topics ranging
from auto repair to pet care. Cablevi­
sion also pioneered the local news con-

cept and currently operates several
regional news and sports channels.

Rainbow also has been experiment­
ing with the idea of local spinoff chan­
nels based on national networks. The
company ran a test in Santa Monica,
Calif., allowing local independent
filmmakers to cut into the Bravo feed
and also has worked with community
groups to televise local arts projects on
Ihe network.

"As much as consumers are interest­
ed in international stories like the
assassination of Yitzak Rabin or the
war in Bosnia, they also want to know
wh~n their streetlight will be fixed, if
their team won, who made the high
school honor roll and where to go on
Friday night," says Sapan. Under cur­
rent plans, MetroPack would feature
l~cal on-air hosts who would guide
viewers through the day and occasion­
ally interact with hosts and events from
other MetroPack channels.

Sapan would not say whether Rain­
bow hopes to playa role in developing
MetroPack channels for system opera­
tors other than Cablevision: "The ques­
tlon of who produces what remains a
question to be answered." •



RQNBOW

GLOBAL DRIVE, LOCAL PRIDE
At 15, Rainbow Programming experiences growing pains of the sweetest sort
By GEORGE MANNES I Sapan - the former president named \ we're all doing is software, not hard-

CEO last month- summarizes as, "Find ware, and you need to develop your soft-

T
hinking globally, acting locally a place in the world, find a core audience, ware position," Cablevision founder and
and operating economically. anchor yourself in it, do it brilliantly and chairman Charles Dolan recalls.
That's the mission of Rain- Originally known as Rainbow
bow Programming Hold- Program Enterprises, Rainbow

ings, the 15-year-old subsidiary of 'People are strongly was conceived as a partnership
Cablevision Systems Corp. . .. of Cablevision. Comcast. Cox

On the one hand, Rainbow is on Identified With where and Daniels & Associate~.
a mi~sion to exp3;n~- adding new they live. Television in a Bo~sting a ,single transpon.der
serVIces and bmldmg on current ' Rambow offered two serVlces:
programming, such as a possible channel-richer world performing arts channel Bravo
sports venture with Liberty and . , and an adult service, Escapade,
Fox. But along with Rainbow's has the opportunity to which was later sold to Playboy.
expansion there continues a focus . . Rainbow - with Cablevision
on the local- whether it's moving serve that mterest 1ft remaining as the sole owner -
its praised local cable web News ,hasgrown to include established
12 Long Island into other mar- new ways. services such as American
kets, or a long-term effort to make R. b CEOJ shSa Movie Classics, Bravo, Ne\v:s 12
S C

. aJnow 0 pan
ports hannel RegIOnal Net- --------- Long Island and SportsChannel

work more identifiable as local Regional Network (built up
product. from SportsChannel New York.

And amid its operations is a constant i better than anyone else does it, and stay i founded in 1976).
effort to stretch its dollars - or, as Rain- true to it." Recent launches include the Indepen-
bow CEO Josh Sapan puts it to be When it co-founded Rainbow in 1980 dent Film Channel; the U.S. incarnation
"mindful ofresources." . , Cablevision was motivated by the un~ of t~e Canadian music channel Much-

, ... MUSIC; NewSport a sports news and
It s all part of the core mISSIOn that derstandmg that "fundamentally, what '



15 years under the Rainbow
Continuedjrom page 29

information network; and spin­
offs ofNews 12 created for other
regions of the NYC metropoli­
tan area. Rainbow also includes
the cable rep Rainbow Adver­
tising Sales Corp.

Along with its programming
services, Rainbow has f,JTown fi­
nancially. "In 1981, we had vir­
'ually no affiliated homes, only
$11 million in revenue, and some
insignificant negative cash
tlow," says Andrew Rosengard,
"enior VP offinance.

Slowclimb

"It wasn't easy," Dolan adds.
"It was well past the halfway
mark in the decade before any­
thing that we were doing
showed any positive cash flow."

Today, the properties Rain­
bow operates generate more

than $500 million in annual rev­
enue, he says. Older properties
- including SportsChannel,
Bravo and AMC - generate in
excess of $50 million in operat­
ing cash flow, he says.

To remain successful, Rain­
bow's premiere service, AMC,
will have to fight offcompetition
from Turner Classic Movies,
launched in 1994 and soon to be­
tome part of the Time Warner
fold. AMC (of which NBC owns
25%) has earnings before inter­
est, taxes, depreciation and am­
ortization of$36 million, accord­
ing to an estimate by invest­
ment banker Bear Stearns ear­
lier this year.

For Sapan, TCM simply is
one more competitor in a com­
petitive environment. "There
may be an Encore and a Flix and
an FXM: Movies From Fox and
an FX and a TNT and a TCM,"

he says. "And there might be
four more tomorrow" - not to
mention multiplexes of HBO,
Showtime and the Movie Chan­
nel, along with increased pay­
per-view outlets. "And no one

event in that changed landscape
will be as pivotal as what we do
with the brand," Sapan says.

There's always the possibility
that AMC might have a movie
studio partner "if we ever felt
the need to," says Kate McEn­
roe, executive vice president

and general manager ofAMC.
"There are several studios

right now who don't have cable
outlets, who may have some in­
terest in coming into AMC. And
that's probably all I should say
about that subject."

At SportsChannel, senior
vice president Michael Bail'
says one of his top priorities is
moving the regional networks

from premium to basic or highly
penetrated tiers. Currently,
SportsChannel is in the midst of
"a very intense negotiation" to
convert the entire San Fran­
cisco market - controlled pri­
marily by Tele-Communica­
tions Inc. - to basic within the

next 12 months.
To make up for revenue loss­

es, SportsChannel is adjusting
rates and helping operators
gear up their ad-sales opera­
tion. "The advertising sales up­
side is so significant that they
can make a great deal of money
over time on advertising sales.
That's where we see our great­
est revenue upside."

Localpllsh

With its execs constantly in­
voking the word "hyperloeal
ism," Rainbow is making a big
push to make its programming
more locally relevant. "People
are strongly identified vvith
where they live," Sapan says.
"Television, in a channel-richer
world, has the opportunity to
serve that interest in new ways.
And we have a nice platform
from which to begin that ser­
vice."

Within the SportsChannel
platform, that starts with a plan

Turn to page 34
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to put local hosts on each of the
regional services by year's end.

The flagship of localism,
though, is Rainbow's News 12
Long Island, a 24-hour-a-day
local news channel in 700,000
homes that launched in 1986.
News 12's staff produces at
least five and a half hours of
newscasts pel' day, but goes live
longel' as dictated by breaking
stories. For example, this sum­
mer, News 12 broadcast live 30
consecutive hours, says news
director Pat Dolan, to cover a
fil'e raging in the Hamptons.

News 12 is expanding
throughout the New York re­
gion, with separate incarnations
recently launched for West­
chester County and southern
Connecticut. Early next year
Cablevision willla.unch, in a co­
venture with Advance Publica­
tions, a New Jersey edition of
local news that will go to 1.4
million homes in 14 counties.

As the News 12 concept ex-

pands its geographic coverage,
Rainbow is investigating differ­
ent ways of tailoring news with­
in each area. ]<'01' example, the
company is experimenting with
a service called "neighborhood
news," Sapan says. "It's really a
separate news service for the
town you live in on Long Island,
as opposed to the entire geogra­
phy ofLong Island."

Also in the lab is an interac­
tive version of News 12 Long
Island, which currently allows
160 subscribers with computers
and cable modems to watch the
news stories they want in the
order they choose.

Laurie Giddins. News 12 se­
nior vice president, marketing
and business development, is
looking at a variety of online
services, such as the Singles
Network, first floated as an ana­
log channel but now envisioned
as an online service, available
partly on the Internet's World
Wide Web, and partly as "a
highly local component"

Asked
about the po­
tentially haz­
ardoui eco­
nomics of new
media, Gid­
dins says, "We
are looking
very closely at

GIDDINS launching
businesses

that develop incremental rev
enue streams out of the box
They may not pay for them
selves immediately, but they'n,
making money for us im
mediately."

There's an effort, Sapan sayo,
to develop "new and other idea'
that are regionally based, tha l

would sit between, next to or in
addition to regional SP0l'ts and
regional news."

"As an operator, I appreciate
their approach to continuing to
figure out ways to create uniqu to

perspectives and take theil'
local roots and create those local

Turn to page;11i
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opportunities for us, because
that's ultimately a significant
way we can differentiate our­
selves in our market," says Stu­
art Lipson, vice president, pro­
gramming strategy and admin­
istration, at Century Communi­
cations Corp., one of the largest
cable operators in the country.

Some of Rainbow's expansion
isn't regional, but global. Last
year, for example, the company

launched Bravo Canada. "We do
think there's application for the
other services," Sapan says.
"The one that makes thE' most
sense first is Bravo, and that's
the one we're most active on,
with two or three other coun­
tries before us right now."

But one area where Rainbow
seems unlikely to expand is the
Romance Classics spinoff of
AMC that the company has
been flirting with for years.

''VIe continue to explore an
AMC flanker brand, and it need
not necessarily be Romance
Classics," Sapan says.

Any talk about the future of
SportsChannel is tied into the
recently formed partnership
between Rupert Murdoch's
News Corp. and John Malone's
Liberty Media.

The two wanted to bring
SportsChannel into the part­
nership to launch services to

..._--_.-------_._- ----------

rival ESPN, but the control
issue could not be resolved.

"The FoxlLiberty partnership
makes sense. We understand
why they're doing it, and I think
it's attractive," new Cablevision
CEO James Dolan says. "Whe­
ther we will participate in it in the

future, etc., is something I cannot
comment on."

Tendingthe Garden

Also looming large is Cablevi­
sion's investment through Rain­
bow in Madison Square Garden.
Cablevision and ITT bought
MSG in March for $1 billion, with
Cablevision putting up $110 mil­
lion, and the partnership operat­
ing on a 50-50 basis, Dolan says.
For Cablevision to establish 50%
ownership, though, it will have to
put up an additional $278 million
by March 10. ''VIe intend to go up
to 50% ownership," he adds.
'OWe're currently working on it."

Cablevision has considered
spinning off Rainbow to Cablevi­
sion shareholders in order to fully
valuate the assets, Dolan says.
But it's a bad idea right now, he
says, partly because it would re­
quire debt restructuring.

A second problem is that HlP

'This is not the time to
go to market with
expensive services. I

------_.---

think you need to find
enthusiastic, niche
audiences and provide

.._---"._--_..•_._--..-

them with excellent
-_.._----

service at not too great
acost.'

Cablevision founder Charles Dolan

spinoff would make it harder for
Rainbow to tinker with its ser­
vices to adapt to new technolo­
gies at the system level. "The
fact that Rainbow and Cable\-i­
sion still are part of the same
company allows Rainbow to get
in and experience that technol­
ogy first-hand," Dolan says. "A
spinoff would make that much
more difficult. It's not impos­
sible, but you'd have to keep
things at arm's length."

Fifteen years after its found­
ing, the challenge facing Rain­
bow remains the same, Charles
Dolan says. "The attractiveness
of a service to the market has to
be balanced with affordability,"
he says. "This is not the time to go
to market with expensive ser­
vices. I think you need to find
enthusiastic, niche audiences and
provide them with excellent ser­
vice at not too great a cost."
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Ellen Carey holds doWn the Hlc:k$vllle bureau
for Newd2 Neighborhood Network,

10CHl new~ thoL .r~ rycl~d throuRh(lllt Lh(! clHy,
of~n with updaLt>s II! the hour< whcn !lIMt
viewe,.,.look 'or new~

Sapan and h~s company arl' now I.ilkinK that
I(!l([)eriment and Inllklnl( it mor~ l(lcwl, (I ..okinj(
down the fo~u8 Irom ., ~ubllrbiln .11'0" Lo d

~maller commumty
"8ecauae people have been t.fllIfllld with

CNN or their 10cel H'lIIa, they want n('w~ from
every perspeetivf" international. natlon~l and
particularly local. And they want it rIght now.
They want IL on demand," said Dn 10 B~rlletL.
presidell t of the Radio and Televi..ion News
Directors Assn, Like many experlml'nu; in the
woTld of new media, "nobody 1. ~lIit(' 'U~
where it will go and eapecially how It will
make mcney," SOlid John Morton, a tMdia
analyst ~t Lynch, Jones" Ryan. "Bu. !'very­
body a. least wants to be familiar with It
becaus~ someday somethm,;: :R gomg to
work ,;

By ELEANOR RANDOLPH
U~It.C; 'TI'\H"WRtlE:ft

H1CKSVll..LE. N.Y,-The lead news story
fln Chilnnlll 75 wu abollt the Jelly Bean-a
tmy ~hOIl near the high ~chOol wheTIl a clerk
h~rl ~~I'I c"ugh'leliing cig.rett~" to a minor,

On th~ ~crell'n, the YOlln~ merthanl co~ld be
~@'@'n tr~1ng to explain why he h8dn'l ask!',l the
~jrl fOr an ID. R ml.~take thAt h~(' earned him a
C11~l!On frorn th~ police, "She looked old
pnollgh,'" he 8<11(1 sourly lll'for~ turnlr.g hi. fac"
d\l'ny from the tam~ra,

This ~mall- time stint ,hoi IIQl rOUse news
,!lr@ctnr~ ~I ar,,~ TV ~ti\tions, nor did It exdtp
the cflJtor~ lOt 'he local newspaper, But the
[lolle@ I'i~il to the Jelly Bean was meal and
!lOloltoe, for ttle c8b!e N~ws12 Neiihborhood
"'''lWar\( .hH Sl'r\'''5 seven communities or.
Long r~land with all, n'1W~ p~ogtamml",g, 24
hOllr~ a (Jay

"Whnt wr'r!' lrYlng lO rrl'iHe here are nl!W~

'hdtlrlelR df'flicatetl to ,."",cific commul'litie.v:'
<kill B~rry Rom~nski. dirrclor of newt devel­
,pm~nt fer the8-month,oldl!'Kperiment. "The
"I~. h('r" is togl'l. aA hypNltlCill ~s ylJlI pOSSIbly
Cdn,"

Trend toward 'hyper)ocal' news coverage finds a conduit on cable.
Broadcasts can be targeted to areas as small as several neighborhoods.

-­Channels Air Little Picture

R a;nbow Programming Inc. illrCll(ly ha~ ;)
reton) dl eKperimcnting with c;lhlc, The

CDmpany, which put toge.her lhe Brllvo
,harln\\l in 198\) anti the Amerlc;\n Movie
ClaBllic. chHnn~l in 1984. laun~hcd Nf'wd2 i

Long Island m J986, The 24 hour show o\'('rwholtning pro(;t from th~ lo~,,1 pi7.7." )1"

H yperlocRl; Thit rome~ In all era whter became the precurllOr to several other local lor or auto Rhnwronm If thl'Y (to.
~Rtp,lIit('< anrllllReTR.lhe lnt~rnet and the oll·news shows. and It now rea('hl'l': 700.000 Saplln hOJl('~ thaI i[ Ihl' 1'0111111\111111'

tell/phon'! hav~ ~hrunk the Earth inllJ a glQbal hou.~holds an<J Is the "newl~ut or tnront for ('mbr~(,M< the hYfll'rlo<'al n('wl' >U,linM. thilt
"iIIafe, CNN <lnd it••oon-~o-b@ eompetltQ", Lona Island," ,,~ Pat DoI~n, I{;qnbow', vire IOYlllly wlll trilnltlatt' inlo profit.. )]('cllll.r l\
~re ~crambUnll to bring '1eW$ instamly from prellidenl for new., Pllt~ iL, wiII ~nh..n('(' i\ cilhlf' ")'>11'111 '. totil] pll('kill!l'
~round the world snu rOlmcl the ~lock. The "JUSt as New812 Long J5Jand In H w"y ,pIO- N'l'w~12 N('I~nhorhOlllI NI'W~ tIIn> " Il'i,n
new~ biggifS are talkin, about pxpandlng their ne.red the 10clIi 24 ,hour news chanad, [tninkl Had f~ot Opl'rHtion, It i. hOllllNI in il [('I\, ~uhh.\ -
Iturlil!'ne... to new contlllenls, not narrow 109 it they are also, In ~ ~en~e. pionl'l'rln~ this' likl' 1'fl(ln1~ in_ill€, it Cdbl...."i.;on orhcC' IMT',
10 mere neil.lhbOrhocxh, hyperl()(alilm," ~~irl RiCh D'AIn~tl1. ,I ~pokl'~" 'J'hi"rl' ilI'l' 110 Illlion~: Ill/' ",..rr Olcm!ll'f." I'

"WI! think thi~ " an DreR where '.ve'rp man for the NRUOIl<l! Cablr, T"I"VI~II)n A!:sn. 111 .101m/(, ilml ""Ttl rcpnrt!'r chllrn.- nul i1~ 1ll,Il11

'''ml'whll going ~gam~t lh~ ",rain," acknowl Wa"hin!ton D'Amato noted thai thl" (',~pNi. ,~" Ir, ~tnrll'~ •• d",I-inr!IIllin/l pirllll"'"-f,,1'
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In IH~l, SlIpen anti other$ iI: Rainbow ire 500 homet, Thill :ncan' thalm an ,w~I'.,11 "re.1 :< nr"r
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